Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 


Message Text 


LIMITED OFFICIAL USE 
PAGE 01 ROME 17356 261816Z 
17 

ACTION EUR- 12 

INFO OCT-01 ISO-OO ERDA-05 AID-05 CEA-01 CIAE-00 CIEP-01 

COME-OO DODE-OO EB-07 FPC-01 H-02 INR-07 INT-05 L-03 

NSAE-00 NSC-05 OMB-01 PM-04 USIA-06 SAM-01 OES-03 

SP-02 SS-15 STR-04 TRSE-00 FEA-01 PA-01 PRS-01 /094W 

045555 

R 261722Z NOV 75 
FM AMEMBASSY ROME 
TO SECSTATE WASHDC 4450 
INFO AMCONSUL MILAN 
AMCONSUL NAPLES 
USMISSION OECD PARIS 


LIMITED OFFICIAL USE ROME 17356 

E.O. 11652: N/A 
TAGS: ENRG, IT 

SUB J : ITALY INCREASES PRICES OF PETROLEUM PRODUCTS 
BEGIN UNCLASSIFIED 

1. AT MIDNIGHT NOVEMBER 20, PRICE LEVEL INCREASES FOR 
PETROLEUM PRODUCTS DECREED BY THE INTER-MINISTERIAL 
PRICE COMMITTEE (CIP) NOVEMBER 19TH ENTERED INTO EFFECT. 
NEW MAXIMUM PRICE LEVELS AS FOLLOWS (OLD PRICE LEVEL 
IN PARENTHESIS): HIGH-TEST GASOLINE-315 LIRE/LITER 

(300); REGULAR GASOLINE-300 LIRE/LITER (287); FUEL OIL 
FOR HIGHWAY USE-146 LIRE/LITER (141); FUEL OIL FOR HEAT- 
ING-88, 760 LIRE/M.T. (82, 757); KEROSENE-88, 816/M.T. 

(82,488), AND VIRGIN NAPTHA 103,096 LIRE/M.T. (95,077). 

THERE IS NO INCREASE IN MAXIMUM PRICE FOR RESIDUAL FUEL 
OIL. 

2. DESPITE AN INTESIVE CAMPAIGN BY UNIONS AND OPPOSITION 
BY SOME POLITICAL FIGURES AND SMALL BUSINESS INTERESTS 
LIMITED OFFICIAL USE 
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AGAINST INCREASING PRICE LEVELS BEFORE INCREASE, REACTION 
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SINCE INCREASE HAS BEEN LIMITED. GENERALLY, THE PRICE 
LEVEL INCREASE IS CRITICIZED AS NOT BEING JUSTIFIED BY 
EITHER CHANGES IN DOLLAR LIRE EXCHANGE RATE, WHICH TRIGGERED 
THE PRICE INCREASE MECHANISM, OR THE OCTOBER 1 OPEC CRUDE 
PRICE INCREASE. PREDICTABLY, UNIONS AND ASSOCIATIONS REPRE- 
SENTING INDEPENDENT SERVICE STATION OWNERS AND EMPLOYEES ARE 
CRITICAL, PARTLY DUE TO FEARS THAT NEW PRICES WILL DIMINISH 
CONSUMPTION BUT MOSTLY BECAUSE THEY DO NOT SHARE IN INCREASE. 
SOME UNIONS REPRESENTING SERVICE STATION EMPLOYEES HAVE 
STRUCK TO SHOW THEIR DISPLEASURE. TRUCKING INDUSTRY REPS 
HAVE ALSO COMPLAINED OF POTENTIAL DAMAGE TO TRUCKING INDUSTRY 
AND TO SMALL INDUSTRY WHICH RELIES ON TRUCKING SERVICES. 

END UNCLASSIFIED 

BEGIN LIMITED OFFICIAL USE 

3. EVEN PETROLEUM COMPANIES ARE NOT COMPLETELY SATISFIED. 

ESSO PRESIDENT SALA HAS PUBLICLY CALLED FOR FURTHER INCREASE. 
ALTHOUGH COMPANIES WILL RECEIVE ENTIRE INCREASE (EXCEPT FOR 
SMALL INCREASE IN TAXES WHICH ARE FIGURED ON PERCENTAGE 
BASIS), ABOUT LIRE 4,219 LIRE/M.T., IT IS LESS THAN ONE-HALF 

OF REQUESTED ADJUSTMENT. HOWEVER, UNLIKE SOME EARLIER IN 
CREASES, NEW PRICES (EXCEPT FOR VIRGIN NAPTHA. CURRENTLY 
SELLING BELOW MAXIMUM PRICE) CAN BE PASSED ON TO CONSUMERS 
AND THUS TRANSLATED INTO IMPROVED COMPANY REVENUES. 

4. NOVEMBER 19 DECISION WAS REACHED ONLY AFTER LONG PRO- 
CESS CHARACTERIZED BY INDECISION AND DELAY. DECISION WAS 
TO HAVE BEEN MADE AT CIP MEETING OF NOVEMBER 13; HOWEVER, 

CIP’S CONSULTATIVE PRICE COMMITTEE ISSUED REPORT ON NOVEM- 
BER 12 CALLING FOR INCREASE OF ONLY 10 LIRE/LITER FOR HIGH 
TEST GASOLINE. SINCE SAME STATISTICE HAD JUSTIFIED THE 
HIGHER FIGURE RECOMMENDED BY MINISTRY OF INDUSTRY TO CIP, 

FINAL PRICE DECISION WAS POTPONED WHILE CONSULTATIVE 
COMMITTEE RECHECKED ITS CALCULATIONS. THE CHECK CONFIRMED 
HIGHER FIGURES. 

5. SINCE NEW PRICE LEVEL REFLECT EXCHANGE RATE FLUCTUA- 
TIONS AND NOT OCTOBER 1 OPEC PRICE INCREASES, MINISTER OF 
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LIMITED OFFICIAL USE 

PAGE 03 ROME 17356 261816Z 

INDUSTRY DONAT CATTIN HAS NOTED POSSIBILITY THAT FURTHER 
INCREASES WILL BE NECESSARY. THIS, ACCORDING TO INDUSTRY 
ASSOCIATION SPOKESMAN, IS POSSIBLE BUT NOT RPT NOT LIKELY. 
ACCORDINGLY. INDUSTRY WILL PRESS FOR COMPLETE REVIEW OF 
PRICE LEVELS DURING REGULAR REVIEW OF PETROLEUM PRODUCT 
PRICES SCHEDULED TO BE COMPLETED BY MARCH 1, 1976. IN 
ADDITION, INDUSTRY WISHES TO SEE IF RECENT COUNCIL OF STATE 
(ITALY'S HIGHEST ADMINISTRATIVE JUDICIAL BODY) RULING THAT 
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PETROLEUM PRODUCT PRICE LEVELS MUST REFLECT COSTS IMPROVES 
GOI RECEPTIVITY TO PRICE ADJUSTMENTS. ULTIMATELY, INDUSTRY 
HOPES THAT PRICE LEVELS WILL BE SET ROUTINELY, ALTHOUGH IN- 
DUSTRY RECOGNIZES THAT POLITICAL IMPLICATIONS MAKE ROUTINE 
DETERMINATION OF ALL PRICE ELEMENTS UNLIKELY. 

6. EMBASSY COMMENT: AS BEFORE, PRIVATE INDUSTRY HAS 
RECEIVED HALF A LOAF AND ITS PESSIMISM REGARDING ITS 
FUTURE PROSPECTS IN ITALY IS UNLI KE LY TO BE MUCH DIMINISHED. 

UNIONS AND OTHER GROUPS ALSO UNSATISFIED, BUT QUIESCENT. 

ONLY POSITIVE ELEMENT IS PUBLIC STATEMENTS BY DONAT CATTIN 
THAT GOI WILL MORE RIGOROUSLY FOLLOW FORMULA FOR DETERMINING 
PRICES IN THE FUTURE. ECONOMICALLY, EFFECTS OF PRICE IN- 
CREASE WILL BE LIMITED, AND NO RPT NO SUBSTANTIAL CONSUMPTION 
DECLINES ARE EXPECTED.BEAUDRY 
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